ESG PRACTICES AND NORTH AMERICAN FIRM VALUE: SHARED VALUE & INNOVATION CULTURE AS MODERATORS (2016–2024)
Abstract
This study examines the impact of Environmental, Social, and Governance practices on corporate value, considering the dilemma between mitigating socio‑environmental impacts and maximizing profit within the business environment. Contrary to the perception that these objectives are incompatible, current theory suggests that they can be mutually reinforcing, particularly when companies adopt the Shared Value strategy and operate within an environment characterized by an Innovative Organizational Culture. Building on this theoretical foundation, the research investigates whether these contextual factors moderate the relationship between Environmental, Social, and Governance performance and market value, thereby amplifying its observable effects. To address this question, the study conducts an empirical analysis using dynamic panel data drawn from 1,963 publicly traded companies headquartered in the United States over the period 2016 to 2024. The results indicate that, in isolation, the adoption of Environmental, Social, and Governance practices has a positive yet subtle effect on market value. However, when these practices are combined with the Shared Value model and a work climate fostering an Innovative Organizational Culture, the impact becomes markedly stronger, underscoring the importance of organizational context in the effectiveness of Environmental, Social, and Governance initiatives. These findings demonstrate that responsible business conduct can coexist with financial success, provided that firms embrace strategies that align social purpose with core competencies and encourage continuous innovation. Consequently, managers and investors should evaluate sustainability‑oriented actions through a holistic lens, recognizing the synergies that emerge when progressive cultures and value‑creation mindsets productively and strategically intersect across multiple levels, functions, and timelines over time.
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1. INTRODUCTION
	In a hyper-competitive market environment, characterized by the need for constant innovation and change, where monetary value attracts the attention of stakeholders (Friedman, 2007), an urgent topic has progressively climbed the priority list of large organizations: Environmental, Social, and Governance (ESG) practices. The adoption of ESG practices, which includes the internalization of negative externalities generated by companies themselves, has become a crucial strategy to mitigate growing environmental and social problems. At the same time, it highlights the importance of this theme in the financial market and the risks that the non-adoption of these practices can represent for companies in the long term (UN Global Compact, 2004). Nevertheless, an intense debate persists regarding the benefits of the ESG practices for businesses (Porter et al., 2019).
	We have reached a point where the need to protect the environment is widely recognized, although acceptance remains somewhat reluctant. This paradox reflects the collective desire to inhabit a sustainable planet, while the perception persists that environmental practices may harm market competitiveness. However, the adoption of ESG practices by corporations is not arbitrary; these measures have the potential to generate business value. The perception that such actions only result in costs is mistaken; the economy and the environment can coexist without destroying each other, and, furthermore, can benefit mutually (Porter & Linde, 1995).
	Nevertheless, companies still face significant difficulty in recognizing this aspect. The perception that corporate profit generation occurs at the expense of society prevents the adoption of the perspective of “growing the pie”, meaning that innovation and value creation can benefit both companies and society simultaneously (Edmans, 2023a). Moreover, organizations tend to prioritize investments with concrete and measurable financial impacts, allowing for a clear evaluation of the return generated (Friedman, 2007). However, the benefits derived from adopting ESG practice – especially those focused on society before immediate financial returns – often materialize in the long term and are difficult to quantify directly. Consequently, the absence of an immediate and clearly observable return leads many companies to disregard this type of investment, based on the mistaken perception that such actions do not generate economic value (Edmans, 2023b).
	Considering this, it is observed that, if applied correctly, ESG practices tend to have a positive impact on company value. Thus, a fundamental question is to understand not only why, but also how and in which organizational environment these actions are being implemented. Initially, the concept of ESG emerged in a context of significant social pressure and market expectations, encouraging companies to incorporate elements of social responsibility, sustainability, and governance into their business models to meet these demands (UN Global Compact, 2004). However, these integrations often proved to be inconsistent and superficial, serving more as instruments for building a favorable market image than as true impact strategies (Netto et al., 2020).
	Identifying materiality in business for the application of sustainable practices has already become an essential requirement, as it is considered indispensable to ensure financial returns through the implementation of these actions (Khan et al., 2016). Still, ideally, organizations should adopt a Shared Value approach, which seeks to align financial success with the creation of significant social benefits (Porter et al., 2019). However, the challenge of making deep organizational changes and the substantial effort required can discourage companies from fully engaging in this initiative.
	The implementation of ESG practices in companies implies an imperative need for organizational changes, which frequently encounter significant resistance, both from internal and external stakeholders, potentially adversely affecting businesses (Matos & Clegg, 2013). However, organizations with an innovative culture find it easier to adopt these changes, mitigating common challenges related to innovation implementation and boosting business results (Drucker, 2002). This phenomenon suggests that the context in which ESG practices are applied can significantly influence the effects of these actions on companies.
	The Shared Value model integrates social and environmental issues into the core strategic framework of companies, transforming social problems into opportunities for innovation and competitive advantage, which strengthens a company’s market value (Porter et al., 2018). Additionally, an innovative organizational culture, characterized by flexibility and adaptability (Cameron & Quinn, 2011), can create ideal conditions for the effective implementation of ESG practices. Cultural values that promote innovation facilitate the adaptation of processes and technologies (Büschgens et al., 2013) that integrate sustainability, increasing the effectiveness of these practices. Thus, both the Shared Value model and an innovative culture can contribute to intensifying the relationship between ESG and a company’s market value.
	The central objective of this study is to empirically investigate the impact of adopting sustainable and social practices on company value, with a particular focus on the existing gap in analyzing how organizational culture can influence this dynamic and whether the adoption of the Shared Value strategy can further amplify these results.
	The data used consist of 1,963 publicly traded companies located in the United States of America, from 2016 to 2024, that possess an ESG Combined Score – a metric that assesses companies’ integrated ESG performance, evaluating both positive practices and the risks associated with their operations. Dynamic panel regression models were estimated using fixed effects.
	The proxy for innovative organizational culture will be a company’s presence in the annual The Most Innovative Companies ranking by the Boston Consulting Group (BCG), which highlights the most innovative companies of the year. This ranking is developed based on a survey conducted with over a thousand executives to identify which organizations effectively implement innovation. Similarly, the proxy for Shared Value will be a company’s presence in Fortune’s annual Change the World ranking, which recognizes companies that generate positive social impact through actions aligned with their core business strategy.
	The analysis revealed that ESG practices, on their own, have a limited impact on companies’ market value. However, when combined with Shared Value strategies or embedded in innovative organizational cultures, these practices significantly intensify their effect, highlighting the importance of strategic moderators in maximizing the benefits of ESG actions.
	This study provides, in addition to a theoretical deepening with new contributions to the topic, a clear strategic direction for companies, demonstrating that the isolated adoption of ESG practices has a limited impact, while their integration into the Shared Value model and an innovative organizational culture can generate significant financial returns. Furthermore, it offers valuable insights for investors, indicating that companies aligning ESG practices with these factors tend to exhibit greater market appreciation. Finally, the findings can guide corporate and public policies, assisting organizations and regulators in structuring ESG practices more effectively and in a way that is aligned with sustainable growth.

2. LITERATURE REVIEW AND HYPOTHESIS CONSTRUCTION
	The concept of ESG has often been interpreted negatively, as it is frequently seen merely as a strategic response by companies to social pressures or as a superficial display of sustainability, without generating a real impact on society (Netto et al., 2020). However, the need to incorporate these factors into business practices goes beyond a trend; it is an economic and structural imperative.
	The adoption of these sustainable practices in companies is justified by the very nature of their activities, which often generate harm to society as side effects, known as negative externalities (Pigou, 2017). These externalities can be internalized efficiently, without the need for government intervention, provided that the solution maximizes the added value for all parties involved (Coase, 2013). In Coase’s classic example, a polluting factory compromises fishing in an adjacent river. The efficient analysis compares the value of pollution for the factory with the value of natural resources and fishing activity for the community. If the value – economic, social, and environmental – of the affected resources is greater than the economic benefit generated by the factory from polluting, then reducing or eliminating pollution becomes the most efficient alternative. Considering this perspective, one might question whether there are elements that generate greater value for society than environmental and social aspects.
	Shareholders do not consider only financial returns in their investment decisions; their well-being is also associated with non-pecuniary preferences, such as social and environmental values (Hart & Zingales, 2017). Given two companies, A and B – the former committed to ESG practices and the latter not – shareholders tend to compare not only the market value but the net value generated by each, i.e., the financial value adjusted for the negative externalities they produce. If company A has a higher value to B, even after this adjustment, everyone will prefer A. If B’s adjusted value is greater, the preference will fall on it. However, in situations where company A has a lower market value but still surpasses B after deducting its externalities, the choice will depend on the weight shareholders attribute to ethical considerations relative to monetary return (Hart & Zingales, 2017). Thus, the objective of companies should not be limited to maximizing shareholder value, but rather to promoting shareholder well-being, simultaneously considering their financial and social preferences.
	Organizations are intrinsically dependent on environmental and social aspects, as, without natural resources, they cannot continue to exist. Traditional economics, based on the premises of neoclassical economics – which places profit maximization as the central objective and gross domestic product (GDP) growth as the main measure of progress – does not adequately consider contemporary challenges, such as inequality and the environmental crisis (Raworth, 2018). This model proves unsustainable on a planet with limited resources.
	This issue is presented through the Doughnut model, which graphically represents the limits of economic sustainability, highlighting the interdependence between the environment and fundamental human needs. This model demonstrates that the environment and social issues are fundamental to human well-being and should not be sacrificed for short-term economic gains (Raworth, 2018).

2.1.  Impact on Company Value
	Although the discourse that the sole objective of companies is to generate profit for their shareholders (Friedman, 2007) is being questioned, financial performance remains a critical variable for companies – essential not only for their survival but also as an indicator of their ability to sustain responsible practices in the long term. Thus, it is crucial to understand, from the perspective of Corporate Finance, how the adoption of ESG practices can positively impact a company’s market value.
	A common approach to calculating the value of an organization is to project its future cash flows, so its current value depends on the expectation of wealth generation over time (Williams, 1938). However, an amount received today is worth more than the same amount received at a future date due to the potential for capital gains over the years (Fisher, 1930). Thus, to determine the present value of a company, projected cash flows must be discounted by a rate that reflects the risk associated with these flows (Williams, 1938). The Weighted Average Cost of Capital (WACC) is the discount rate used to bring cash flows to the present. It reflects the weighted costs of a company’s main sources of financing: equity and debt. The cost of equity reflects the risk that shareholders perceive when investing in the company, while the cost of debt represents the default risk that creditors associate with this investment (Damodaran, 2007).
	The big question is, how does the adoption of sustainable practices impact these variables that define a company’s value? In strategic theory, a company’s competitiveness is linked to how it structures its operations across its entire value chain, covering stages such as development, manufacturing, marketing, distribution, and support of its products or services (Porter et al., 2018). Well-designed regulations not only protect the environment but also stimulate innovations that can increase a company’s competitiveness (Porter & Linde, 1995). Contrary to the traditional view that positions the environment and economy as opposing forces, such regulations can lead to operational efficiencies that reduce costs, improve product quality, and open new markets (Porter & Linde, 1995). Similarly, the natural resource-based view argues that companies incorporating sustainable practices can discover new market opportunities and improve their resilience, creating competitive advantages (Hart, 1995).
	These theoretical arguments indicate that the adoption of sustainable practices not only promotes environmental responsibility but also encourages companies to innovate and improve their processes, resulting in efficiency gains and increased competitiveness. These factors promote superior financial performance and strengthen the company’s intangible assets – such as its brand, reputation, and stakeholder trust. Superior financial performance, driven by efficiency gains and new markets, generates higher and more consistent cash flow projections, contributing to an increase in the company’s intrinsic value (Williams, 1938). Furthermore, with strengthened intangible assets, the company is seen as a lower-risk investment, which reduces its cost of capital and enhances its market value (Damodaran, 2007).
	In this context, the discussion about ESG emerges as a mechanism to integrate these concerns into the financial market. This approach, introduced in 2004 through a publication by the United Nations (UN) Global Compact, in partnership with global financial institutions, aimed to demonstrate that the adoption of environmental, social, and governance factors can positively influence investment decisions and company valuation, highlighting their relevance within the financial market. From that moment on, there has been increasing pressure, stemming from the demands of institutional investors for greater transparency in the disclosure of how ESG criteria are applied, and the need to consider these factors in investment decisions (UN Global Compact, 2004).
	Thus, companies should adopt such practices as a way to mitigate risks, given that, in the face of new regulations and consumer demands, the absence of these initiatives can represent a risk factor, reflected in an increased cost of capital. In addition to risk reduction, the adoption of ESG practices can provide strategic opportunities, such as expanding access to new markets, as long as it is grounded in the consideration of material aspects relevant to the company’s sector. This approach can result in a reduced cost of capital, increased operational efficiency, and consequently, improved financial results and enhance company valuation in the market (UN Global Compact, 2004).
	The positive relationship between the implementation of social and sustainable actions and corporate financial performance is confirmed by empirical studies on the topic. Margolis et al. (2009), through a meta-analysis of 251 studies, demonstrate that the relationship, although small, is positive. They also analyze whether there are any factors that intensify this relationship, and the result is negative. Similarly, Friede et al. (2015) present a second-order meta-analysis – an analysis based on previous research – combining approximately 2,200 individual studies to assess the relationship between variables, and they identify, for the most part, a stable positive impact over time. Zhao et al. (2018) also demonstrate a consistent positive relationship between these variables.
	Eccles et al. (2014) analyzed 180 U.S. companies classified as either “high sustainability” or “low sustainability” in 1993 and, using a propensity score matching method, compared them to similar companies in 2009. The results indicate that high-sustainability companies exhibit greater transparency and more comprehensive stakeholder management, which are associated with better financial performance, such as higher returns on equity (ROE) and on assets (ROA), compared to low-sustainability companies. This proximity to primary stakeholders – suppliers, customers, employees, etc. – also strengthens the company’s intangible assets (Hillman & Keim, 2001).
	Friede et al. (2015), through a meta-analysis, conclude that 90% of the 2,000 studies on the topic indicate that the relationship between the adoption of ESG practices and corporate social responsibility on the one hand, and financial performance and company value, on the other, is not negative, with most studies showing positive results. An example is the study by Ferrell et al. (2016), which identifies a positive relationship between corporate social responsibility and company value. The authors use a rigorous approach based on instrumental variables, adopting Tobin’s Q index as a metric for evaluating business value.
	Observing the impact on company risk, Cheng et al. (2014) show that investors and managers perceive lower risk when companies implement sustainable practices. More specifically, Bénabou and Tirole (2010) and Albuquerque et al. (2019) point out that companies with strong ESG performance exhibit lower systemic risk. The former study attributes this reduction to the greater resilience of these companies during periods of crisis, while the latter highlights that product differentiation generated by ESG practices results in lower demand elasticity, making revenue less sensitive to market fluctuations.
	Sassen et al. (2016) show that companies adopting ESG practices experience lower volatility, greater stability, and lower risk. They analyze the impact of corporate social performance on companies’ market risk, which directly influences market value. The results indicate that corporate social performance tends to reduce risk, but the effects vary according to the nature of the actions implemented. Environmental practices more frequently impact on the idiosyncratic risk of companies in general, while in the other two types of risk (systematic and total) only industries with some relationship to the environment were affected. Governance actions did not show any effect on risk.
	As previously demonstrated in the theoretical framework, lower risk leads to a reduced cost of capital, which, in turn, increases company value (Damodaran, 2007). Studies analyzing this effect directly – rather than solely through the lens of risk – mostly present convergent results, indicating that companies adopting sustainable practices tend to have a lower cost of capital (Gillan et al., 2021). Therefore, the evidence suggests that the adoption of sustainable practices strengthens intangible assets and reduces the market’s perception of risk, contributing to company valuation.
	The incorporation of sustainable practices can positively impact a company’s value through various mechanisms. Gillan et al. (2021), in an extensive literature review, highlight three main factors: value creation for stakeholders, which drives financial performance; reduction in the cost of capital, resulting from shareholders’ perception of lower risk; and increased shareholder utility, especially when their preferences align with the benefits generated by the company’s ESG practices. The authors’ findings confirm that these mechanisms – discussed in theory – are indeed those that contribute to increasing company value through the adoption of sustainable practices.
	The focus of this study is to empirically investigate how the application of sustainable, social, and governance actions impacts company value. The understanding that this influence can be positive reinforces organizations’ confidence in adopting these practices. Company value is the primary interest of shareholders as it is a comprehensive indicator and, consequently, becomes the central focus of organizations as well (Damodaran, 2012). Although previous studies have already analyzed the impact of ESG practices on financial performance and market value of companies, this research seeks to deepen this relationship by initially examining the direct effect on market value. Building on this foundation, the analysis will be expanded by introducing moderators, such as organizational culture and Shared Value, providing an innovative contribution to the study. Thus, the first hypothesis is constructed:
	H1: The adoption of ESG practices within organizations increases their market value.
2.2.  Shared Value
	At this initial stage, the analysis focuses on the direct impact of companies’ adoption of ESG practices on their market value, meaning it is entirely independent of the manner and context in which this is applied. Regardless of whether through the internalization of existing negative externalities (Coase, 2013) or with the aim of mitigating possible structural and systemic externalities before the damage is done (Raworth, 2018), the theoretical foundation indicates that the best way to resolve this issue is through actions initiated by the companies themselves.
	The inefficiency observed in the adoption of ESG practices, particularly regarding the implementation of effective actions to mitigate the negative collateral effects of economic activities, is directly related to how these practices are applied. Many companies still adopt a traditional Corporate Social Responsibility (CSR) approach which predominantly focuses on enhancing corporate reputation in response to external pressures, mitigating risks, and reducing negative impacts without strategically integrating these actions. As a result, the benefits generated – if any – are limited, inefficient, and short-term, both for the company and for society and the environment (Porter et al., 2006).
	A more efficient approach involves prioritizing ESG practices that are materially relevant to the company’s strategy, rather than adopting initiatives without solid foundation, aimed solely at improving market perception (Khan et al., 2016). A topic is considered material when it reflects significant economic, environmental, and social impacts (Global Reporting Initiative, 2021). In this context, financial materiality plays a fundamental role in directing organizations to the ESG themes that are most critical to their operations, enabling greater financial and competitive impact (Eccles & Serafeim, 2013). Companies that develop their ESG strategies based on financial materiality tend to demonstrate superior financial performance, as they focus exclusively on relevant aspects with a greater business impact (Khan et al., 2016).
	Financial materiality focuses exclusively on the organization itself (Global Reporting Initiative, 2021). For example, consider an environmental regulation that imposes fines on companies that dump pollutants into rivers, or ethical consumers who choose not to consume products from these companies in response to such practices. In response to this regulation and consumer pressure, the company may take measures to avoid penalties, such as implementing waste treatment systems. These efforts result in societal benefits by reducing the environmental impact of pollution. However, in the absence of such regulation or ethical consumers, the company would likely not adopt these measures voluntarily, and pollution would persist. Another example of applying financial materiality is identifying a strategic ESG-related opportunity. For instance, an automotive company might begin developing electric cars because of financial incentives and a perceived high demand for the product.
	However, companies should not ignore relevant environmental and social impacts simply because they do not generate direct financial returns; in other words, they should not rely exclusively on financial materiality. It is essential that they also consider impact materiality, which assesses the effects of their operations on society and the environment (Global Reporting Initiative, 2021). The concept of double materiality integrates these two perspectives, requiring companies to analyze both the financial impacts of ESG risks and opportunities on their economic performance, and the effects of their activities on society and the environment. Thus, double materiality acknowledges not only the influence of ESG factors on the company's value creation but also the company’s role in reducing negative impacts and generating positive outcomes for society and the environment, regardless of the direct financial return of these actions (European Commission, 2019).
	Nevertheless, the adoption of impact materiality faces significant challenges, especially in the absence of effective regulatory pressure. Companies have few concrete incentives to incorporate it, as direct benefits are not always immediately perceptible. Although impact materiality can strengthen the transparency and credibility of corporate reports, as well as promote better engagement with stakeholders, the prioritization of financial materiality still predominates in the business environment. The emphasis on immediate and direct financial return leads to superficial or short-term ESG actions, lacking real commitment to sustainable development. This dynamic makes it difficult to incorporate initiatives that generate longer-term sustainable and financial impacts (Global Reporting Initiative, 2021).
	Given this scenario, the concept of Shared Value, introduced by Michael Porter and Mark Kramer (2018), becomes fundamental in connecting financial materiality and impact materiality. While financial materiality focuses on risks and opportunities that directly affect the company’s economic performance, impact materiality considers the effects of business activities on society and the environment. Shared Value proposes an approach in which these two aspects are not necessarily conflicting but can be integrated into the business strategy.
	Shared Value unites the concepts of financial materiality and impact materiality, demonstrating that it is possible for a company to improve its financial performance and increase its value through impact materiality. This depends essentially on how these practices are developed and integrated into the business strategy. For example, Nike developed a running shoe that generated no waste (impact materiality), using a material that made the product ideal for the sport (light and breathable), resulting in over $1 billion in sales for the company and reducing production costs (financial materiality) (Porter et al., 2019).
	The concept of Shared Value emerges as a solution to the debate that the adoption of ESG practices based on impact materiality does not bring value to companies. Shared Value represents a concept in which companies adopt practices that simultaneously improve their competitiveness and promote improvements in the economic and social conditions of the communities where they operate. Instead of considering social and environmental aspects as cost increases, Shared Value views them as opportunities for innovation, productivity, and market expansion. The concept differs from traditional corporate social responsibility, as it is more integrated into the core of the strategy (Porter & Kramer, 2018).
	The model is built on three main pillars: reconceiving products and markets, redefining productivity in the value chain, and enabling local cluster development (Porter & Kramer, 2018). Reconceiving products allows the company to meet unexplored social needs, expanding its market and attracting new consumers, which increases its revenues and, consequently, its market value. Redefining productivity in the value chain, in turn, seeks greater operational efficiency by considering social and environmental factors, reducing costs and strengthening organizational resilience (as illustrated by the Nike example given earlier), making the company more attractive to investors who value sustainability. Finally, enabling local cluster development involves investments in infrastructure and conditions that benefit both the community and the business environment, promoting a more productive and innovative ecosystem.
	To understand the differences between financial materiality based on opportunity and Shared Value, we can analyze the case of an automotive company investing in electric cars. In the context of financial materiality based on opportunity, the company decides to enter the electric vehicle market because it identifies high demand and financial incentives that make this segment profitable. The main focus of the strategic decision is on increasing revenue and market competitiveness. In this scenario, the company could even opt for less sustainable battery options if they offer lower costs and higher profit margins, as its priority is the financial viability of the operation, and not necessarily the environmental impact.
	On the other hand, in the context of Shared Value, the company recognizes that fossil fuels are a critical factor contributing to climate change and, therefore, sees the transition to electric vehicles not only as a market opportunity but also as a necessity to transform the automotive sector sustainably. Thus, it not only invests in electric cars but also redesigns its business strategy, developing long-lasting and lower-cost batteries, which make the technology viable for a wider audience. In this case, revenue growth occurs as a consequence of a business model that generates value for both the company and society.
	Thus, the adoption of ESG practices through Shared Value can amplify a company’s value, because integrating these practices into the strategic core enhances the previously mentioned positive effects, such as efficiency gains, greater stability in cash flows, and the strengthening of intangible assets, such as brand, reputation, and stakeholder trust. Furthermore, by directly benefiting stakeholders, such as consumers, employees, and communities, the company strengthens its relationship with these groups, promoting trust, loyalty, and a lasting impact on corporate performance (Freeman, 2010).
	The variable used to represent the adoption of ESG practices by companies already incorporates sectoral materiality, assigning greater weight to actions considered most relevant for each industry. Thus, it is possible to separate, albeit superficially due to the lack of detailed calculation specification, materiality from the concept of Shared Value. As the impacts of the Shared Value model are presented theoretically in the literature, this study seeks to empirically analyze whether this impact is real and significant. Based on this, the second hypothesis to be tested is:
	H2: Shared Value moderates the relationship between the adoption of ESG practices and firms’ market value, such that application through the Shared Value model intensifies the positive relationship between ESG and firm value.

2.3.  Organizational Culture
	After analyzing the impact of how practices are implemented, a new question arises: is there a more favorable environment for the development of ESG actions? Thus, in the third stage of this analysis, we focus on the importance of the environment in which these practices are implemented. In the context of organizations, this environment translates into organizational culture.
	Cameron and Quinn’s (2011) model shows that organizations can be grouped into four distinct culture types, each with its own values and priorities: clan, adhocracy, market, and hierarchy. These cultures are organized within a Competing Values Framework, where companies balance flexibility and control, as well as internal and external focus to meet their objectives. Clan culture emphasizes collaboration and employee engagement, creating a family-like environment. Adhocracy values innovation and adaptability, promoting creativity to face external changes. Market culture is results-oriented and competitive, while hierarchy culture prioritizes order and efficiency, with structured processes to ensure stability.
	As discussed in the construction of the first hypothesis, the integrated and synergistic implementation of ESG practices – which, in theory, benefits both the company and society as a whole – requires companies to undergo processes of change and adaptation (Hart, 1995). To effectively implement ESG practices, companies need to re-evaluate and renew their operations, redefining how established processes are executed (Matos & Clegg, 2013). This type of transformation demands more than simple operational adjustments; it requires strategic restructuring that incorporates sustainability and social responsibility at all organizational levels. In essence, this is a process of “creative destruction”, that is, continuous innovation, where old models are replaced by new methods, practices, and technologies that promote sustainable development, keeping companies competitive in a constantly changing scenario (Schumpeter, 1942).
	Considering the types of culture and the fact that the adoption of ESG practices in companies requires an environment that supports innovation, the most suitable culture for this implementation is adhocracy culture (Cameron & Quinn, 2011). This culture is characterized by a focus on innovation, adaptability, and a long-term vision. In this environment, organizations are structured to allow constant experimentation, the incorporation of new technologies, and the generation of new ideas, with innovation valued as a central element for effectively integrating sustainable practices (Cameron & Quinn, 2011).
	In the context of a highly dynamic environment, digital transformation plays a central role in business competitiveness, while also increasing uncertainty about the future and demanding increasingly rapid adaptation (Matt et al., 2015). For this adaptation to be successful, companies must integrate digitalization into their organizational strategy (Matt et al., 2015). Therefore, it should not be overlooked when discussing the adoption of sustainable practices, as these structural changes can also affect sustainable decisions. On one hand, digitalization can generate environmental and social benefits, promoting efficiency and sustainable innovation; on the other hand, it can also introduce challenges, requiring the reformulation of ESG practices to suit a more dynamic and competitive environment. Furthermore, some of these technological changes can compromise previously established sustainable practices, requiring a more strategic approach to avoid adverse effects (Feroz et al., 2021).
	In this context of accelerated digitalization and constant transformation, companies need to enhance their capacity for adaptation and decision-making to ensure that digital transformation not only aligns with ESG practices but also acts as a complementary element, strengthening their effectiveness and impact (Feroz et al., 2021). The key to this alignment also lies in an innovative organizational culture (or adhocracy), which enables the rapid reconfiguration of strategies and enhances business resilience in the face of disruptive market changes (Cameron & Quinn, 2011).
	The article by Büschgens et al. (2013) presents a comprehensive meta-analysis on how organizational culture influences innovation in companies. Analyzing 43 studies involving more than 6,300 organizations, the authors identify that certain cultural values promote innovation, especially those related to flexibility and external orientation. Conversely, cultures that emphasize control and internal orientation are less favorable to innovation. The meta-analysis also reveals that the congruence between organizational culture and innovation objectives is crucial for success.
	Martins and Terblanche (2003) detail the crucial elements for forming an organizational culture that fosters creativity and innovation. They emphasize the importance of providing autonomy and freedom to employees, allowing them to explore and develop new ideas. Furthermore, open communication at all organizational levels is vital for facilitating the free flow of ideas and feedback, creating an environment that not only supports but actively promotes innovation.
	From this analysis, it is possible to argue that an innovative organizational culture environment can facilitate the adoption of these practices. Therefore, the third hypothesis is constructed as follows:
	H3: An innovative culture moderates the relationship between the adoption of ESG practices and firms’ market value, such that when applied in innovative culture environments, the positive relationship between ESG and firm value is intensified.
	It is important to highlight that Cameron and Quinn’s (2011) model indicates that companies are not characterized by a single organizational culture, but by a combination of different cultures, with one or two tending to be more dominant. Based on the analyses performed, if it were necessary to design the ideal culture for adopting ESG practices, a contribution from clan culture would also be relevant. This is due to the fact that the social component of ESG practices includes attention to individuals internally, promoting a collaborative environment focused on employee well-being. However, since it is not feasible to identify a precise proxy that combines adhocracy culture with aspects of clan, only adhocracy, which presents greater relevance for the analysis, will be considered. The difficulty in finding a proxy for the type of culture deemed ideal for adopting sustainable practices is a limitation of the study.
	Considering the previous discussion, the constructed conceptual model is presented in Figure 1.
Figure 1- Conceptual Model
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3. Methodology
	This study employs a deductive and quantitative methodology, based on the empirical studies presented in the previous section. The data collected are from publicly traded companies in the United States of America with an ESG Combined Score greater than zero, covering the period from 2016 to 2024. The final dataset includes 1,963 companies and 7,238 observations. The United States was selected due to the greater availability of ESG data, which enables more robust and reliable results. All data were obtained from the Refinitiv Eikon financial analysis platform and are denominated in U.S. dollars.
	The dependent variable used in the analysis is firm market value. As this dependent variable is affected by its own past values, the analysis is conducted using a dynamic panel regression model. Much of the literature studied focuses on the relationship between sustainable practices and firm performance; however, this variable does not have a clear and direct relationship with the company’s value itself. Other studies use the financial indicator Tobin’s Q (Fuente et al., 2022; Zumente & Bistrova, 2021), which is the total market value of a company divided by the replacement cost of the company’s assets. Many factors can impact a company’s market value, such as a reduction in the cost of capital, improved performance, or even cost reductions through greater efficiency – all of which can be influenced by the adoption of ESG practices (Porter et al., 2019).
	The Tobin’s Q indicator encompasses all these factors and goes further, as it also provides a view of market expectations based on the replacement value of the company’s assets. Thus, the indicator also reflects the intrinsic value of the company, where the impact of ESG practices can be observed. A Tobin’s Q value greater than 1 suggests that the market values the company more than the cost of its physical assets, indicating that the market views the organization as having strong future growth potential. If it is less than 1, the interpretation is the opposite, meaning that the cost of the company’s fixed assets its total market value, signaling a pessimistic market view on the company’s future profit potential. For these reasons presented, this will be the variable representing the market value of organizations in this study.
	The variable was calculated by dividing the company’s “Enterprise Value – Actual” by its “Total Assets – Actual”.

	Enterprise Value represents the total value of a company, considering both equity and debt. Its value in Refinitiv Eikon is calculated by summing the market value of shares with total debt, then subtracting cash and cash equivalents. Total Assets represents the total value of resources that a company possesses, both short-term and long-term. Thus, Tobin’s Q represents the relationship between a company’s market value and the replacement cost of its assets. If its value is greater than 1, it means that the company’s market value is greater than the replacement cost of its assets, i.e., the market is attributing some kind of premium to the company’s assets (such as the intangible assets discussed in the theoretical part of this study). If the value is less than 1, it means that the replacement cost of the assets is greater than the company’s market value. This indicates a market perception of underutilized resources or insufficient returns generation.
	The independent variable used in the analysis is the adoption of ESG practices by companies. The goal is to understand whether there is a positive causal relationship between the adoption of social and sustainable practices and the market value of companies. Thus, the chosen independent variable is the ESG Combined Score, with data collected from Refinitiv’s ESG Combined Score (Cheng et al., 2014; Fuente et al., 2022). The ESG Combined Score from Refinitiv Eikon (Thomson Reuters ASSET4 ESG) is a comprehensive index based on self-reported information across the environmental, social, and governance pillars of companies, supplemented by an analysis of ESG controversies sourced from global media outlets.
	The ESG Combined Score integrates the ESG score with the ESG controversies score. The ESG score reflects a company’s performance in environmental, social, and governance aspects, calculated from data collected from self-reported sources, such as official sustainability reports and financial disclosures, as well as such public sources as non-governmental organizations (NGOs), reputable digital media, and public databases.
	The ESG controversies score, on the other hand, considers negative incidents reported in the media that may impact the company’s reputation and ESG practices. The use of the combined variable seeks to avoid including companies that, although presenting high ESG indices, do not demonstrate a real commitment to these practices – something evidenced by the presence of controversies. Scores range from 0 to 100, with higher values indicating better ESG performance. This approach allows for greater rigor in evaluating corporate sustainability, capturing both alignment with good ESG practices and consistency in fulfilling these policies.
	This variable naturally presents a time lag, as the scores published in a given year are calculated based on data from the previous fiscal year. The lag is justified by the fact that the effects of ESG practices do not manifest in the short term, requiring a longer period to impact company value (Friede et al., 2015). Thus, the adopted methodology allows for comparison – for example, between practices implemented in 2019 and their reflection on company value in 2020. For the same reason, the moderating variables, which also exhibit a natural lag, are maintained, as the analysis seeks to relate the practices adopted in 2019 with their application within a Shared Value strategy and in an organizational culture environment from the same period.
	The control variables are Firm Size, Leverage, Return on Assets (ROA), and Sales Growth (Fuente et al., 2022). Firm size is measured by the natural logarithm of the company’s total assets. Leverage reflects the company’s degree of indebtedness relative to its total assets and is calculated by dividing total debt by total assets. ROA measures the company’s operational profitability relative to its total assets and is calculated by dividing earnings before interest and taxes (EBIT) by total assets. Sales Growth is calculated based on the year-over-year change in the company’s total revenues; this variable is relevant because it directly affects future cash flow projections (Damodaran, 2012) and investor expectations (Brealey et al., 2020), which are fundamental concepts in company valuation.
	Finally, there is the variable related to the company’s industry sector, which plays a significant role in analyzing the impacts of ESG practices (Borghesi et al., 2014; Gillan et al., 2021). The adopted sectors follow the classification provided by the Refinitiv Eikon database, resulting in a total of 17 distinct sectors: Accommodation and Food Services; Administrative and Support and Waste Management; Arts, Entertainment and Recreation; Construction; Educational Services; Finance and Insurance; Health Care and Social Assistance; Information; Manufacturing; Mining, Quarrying, and Oil and Gas Extraction; Other Services (except Public Administration); Professional, Scientific, and Technical Services; Real Estate and Rental and Leasing; Retail Trade; Transportation and Warehousing; Utilities; and Wholesale Trade.
	To identify Shared Value, Fortune magazine’s “Change the World” list was used (Porter et al., 2019). This list is compiled annually and recognizes companies that demonstrate positive social impact through activities directly integrated into their business strategies. It uses 3 main criteria: measurable social impact, business results, and degree of innovation. Measurable social impact evaluates how much the company contributes to solving social or environmental problems, with quantifiable results. Business results assess how these actions positively impact the company’s financial performance, prioritizing real impact over simple reputational gains. Finally, the degree of innovation assesses the originality of the company's approach and its ability to influence or inspire other organizations in its sector. The variables were defined as dummy variables, assigned a value of 1 if the company appeared on the list for the year and 0 if it did not.
	For the innovative organizational culture, the Boston Consulting Group (BCG)’s “Most Innovative Companies” ranking was used. This list is compiled annually based on a global survey involving executives from various industries and regions. BCG develops its list of the most innovative companies based on three main criteria: a survey of about 1,000 senior executives, who nominate the most innovative companies in their sectors and globally; financial performance, measured by Total Shareholder Return (TSR), which evaluates how innovation impacts financial results; and innovation capabilities, which include strategies, processes, organizational culture, and R&D investments, analyzed through public data and interviews. The annual lists are based on surveys conducted in the previous year. The variables were defined as dummy variables, assigned a value of 1 if the company appeared on the list for that year and 0 if it did not.
	After an in-depth analysis of possible proxies with a broader database, it was concluded that the methodology adopted by these two classifications, along with how the surveys were conducted, ensures greater alignment with the hypotheses raised. BCG’s “Most Innovative Companies” list is based on executives’ perception of innovation within companies, combining this assessment with its direct impact on financial results. This differs from indirect metrics, such as industry sector, R&D investments, or isolated technological advances. Fortune’s “Change the World” list classifies companies based on the integration of ESG practices into the core business, evaluating how this incorporation generates financial value and a positive impact for society. The methodology employed in this list is directly aligned with the concept of Shared Value, as defined by Porter and Kramer (2018).
	The empirical analyses of all hypotheses will be performed using dynamic panel regression models, estimated via the Generalized Method of Moments (GMM), meaning that the Tobin’s Q variable from period t−1 will be used as one of the main controls in the econometric equation.
	Accordingly, we specify the following baseline econometric model:

	Where:
	TQ: Tobin’s Q; ESG: ESG Combined Score; TE: Firm Size; A: Leverage; ROA: Return on Assets; CV: Sales Growth.
	The equation presented above tests H1, assessing the effect of the adoption of ESG practices on firms’ market value. To test H2 (Shared Value moderation) and H3 (innovative culture moderation), corresponding dummy variables are added to the equation, which allows for the analysis of their moderating effects.
	The Hausman Test indicated that, for these dynamic panels, the most efficient estimation method would be Fixed Effects. Since the model is estimated using fixed effects, the influences of company, sector, and year are already incorporated into the estimation and captured in the intercept as unobservable effects. The error term () represents the idiosyncratic error, reflecting specific variations not explained by the model’s variables.
	The model used for estimation was the Generalized Method of Moments (GMM) by Arellano and Bond (1991) – a dynamic panel difference model with fixed effects. In this model, the instruments used for the analysis of endogenous variables are their own lagged values. The lags used ranged from a minimum of two to a maximum of three periods. All instruments were found to be valid.

4. Results
	From the descriptive data (Table 1), we can observe that the Tobin’s Q variable exhibits a mean significantly higher than its median, indicating positive skewness – i.e., a concentration of higher values. The mean and median of the Firm Size variable are approximately 22, representing companies with Total Assets exceeding one billion dollars, which suggests that the sample is primarily composed of large companies. Leverage shows that, on average, 33% of companies’ assets are financed by debt. Sales Growth and ROA display wide variations, indicating that companies have very different performances in terms of profitability and expansion. The distribution of the Tobin’s Q, ESG Combined Score, and Sales Growth variables is skewed, especially the first and third. In contrast, ROA and Leverage present more symmetrical distributions. Such variables as Tobin’s Q, Leverage, and Sales Growth show minimum or maximum values outside the expected pattern, which may indicate the presence of outliers.
Table 1 - General Descriptive Information
	Statistics
	Tobin’s Q
	ESG Combined Score
	Firm Size
	Leverage
	ROA
	Sales Growth

	Mean
	3.8
	43.56
	22
	0.33
	0.02
	31.37

	Standard Deviation
	101.59
	18.93
	1.74
	0.25
	0.21
	2038.15

	Median
	1.45
	41.94
	22.02
	0.31
	0.06
	0.09

	Minimum
	-0.56
	3.07
	15.66
	0.00
	-3.92
	-47.58

	Maximum
	8508.68
	93.07
	28.8
	3.89
	0.83
	157696.4

	N
	7,239
	7,239
	7,239
	5,698
	7,231
	6,064


Source: Prepared by the authors
	The presence of outliers in the Tobin’s Q variable can be identified by analyzing the evolution of its annual averages over time (Figure 2). We observe that the years 2022 and 2024 exhibit significant jumps, reflecting possible distortions in the data distribution. In particular, the extremely high Tobin’s Q values in 2022 are largely concentrated in the Professional, Scientific, and Technical Services; Manufacturing; and Information Technology and Services sectors.
	The increase in the Tobin’s Q variable in 2022 is consistent with the economic context of the period, which was marked by a significant rise in economic activity following the COVID-19 pandemic. Biotechnology and pharmaceutical companies directly benefited from increased investments in healthcare, vaccines, and innovative therapies, leading to higher market valuations. Similarly, industries linked to biotechnology and digital platforms experienced strong appreciation, driven by the advancement of digitalization and the increased demand for technological services. Thus, the observed peak in Tobin’s Q in 2022 reflects a period of elevated valuations for these sectors, aligned with market optimism, followed by an economic slowdown in 2023, which may explain the subsequent drop in the metric.



Figure 2 - Annual Evolution of Average ESG Combined Score and Tobin’s Q (2016-2024)

Source: Prepared by the authors
	In 2024, the observed increase in Tobin’s Q can be attributed to the small number of available observations for that year (only seven companies), which makes the average more sensitive to the presence of extreme values. Thus, the inclusion of a few companies with high Tobin’s Q values can distort the average, making it artificially inflated compared to previous years. Due to these significant variations in the data, the panel regression results will be presented both with and without winsorized data, that is, both including and excluding outliers (Appendix – Table 4).
	The annual average of the ESG Combined Score variable observed over time (Figure 3) shows a general growth trend, reflecting a greater adoption of ESG practices by companies over the years. From 2016 to 2021, a consistent and gradual increase can be seen, indicating a progressive incorporation of ESG criteria into organizational strategies. However, in 2022 and 2023, there is a slight decrease, interrupting the continuous growth trajectory. This drop may represent a decline in ESG’s momentum in the corporate world, a period during which this practice began to be more scrutinized in the market. The jump observed in 2024 is due to the reduced amount of data available for that year compared to previous periods – only seven observations. This limitation distorts the average and makes an isolated analysis of that year impossible using this method.
	When we observe the 17 sectors included in the data, we can identify a concentration of companies in the Manufacturing; Professional, Scientific, and Technical Services; and Information sectors, which account for 60.5% of the database. The industries with the fewest entries in the database are Arts, Entertainment, and Recreation; Educational Services; and Other Services (except Public Administration). In terms of data frequency, these same sectors represent 58.36% of the total. The complete tables are presented in the Appendix (Appendix – Chart 1).
Figure 3 - Annual Evolution of ESG and Tobin’s Q by Innovative Culture and Shared Value (2017-2023)
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Source: Prepared by authors
	Only 57 companies were recognized on the “Change the World” list, accounting for 90 data points where the Shared Value dummy is equal to 1 (1.24% of the data). The same applies to the variable representing the company’s organizational culture: only 52 companies were recognized as innovative in the BCG ranking, representing 137 data points where the innovative organizational culture dummy is equal to 1 (1.89% of the data). This demonstrates that these lists are highly selective and represent a small group within the analyzed universe.	The descriptive analysis of the data (Figure 3) suggests that companies with an innovative culture consistently exhibit higher averages in the ESG Combined Score and market value over the years, with the exception of 2022 for Tobin’s Q – possibly due to the influence of previously identified outliers. Similarly, companies adopting the Shared Value strategy show, on average, superior ESG scores and market values compared to those that do not, except in 2017, 2019, and 2022 for Tobin’s Q. The values for 2017 and 2019 were very close.
	Table 2 presents the results of the panel regressions. These results examine the relationship between the ESG Combined Score and firms’ market value (Model 1), measured by the Tobin’s Q variable, and also consider the impact of the Shared Value (Model 2) and innovative culture (Model 3) moderators. Understanding and interpreting these results is essential for supporting the study’s conclusions and validating the proposed hypotheses.
	The regression analyzed does not include winsorization of firms’ market values. The decision to maintain the analysis based on Tobin’s Q data without winsorization was due to the high similarity of the results obtained with winsorization (Appendix - Table 4) and without it (Table 2). Furthermore, the data reflect real company characteristics, which should not be excluded, as their removal could obscure important information about the impact of ESG across different market contexts and dynamics.
	Observing Model 1 (first column of Table 2), the results validate the first hypothesis: the ESG Combined Score is statistically significant (p < 0.01) in explaining the Tobin’s Q variable, and this relationship is positive. This indicates that the higher a company’s ESG Combined Score, the higher its market value. However, despite being an important variable, its effect on market value is modest – holding all else constant, a 0.014 increase in firm value for every 1-point increase in the ESG Combined Score. These results are consistent with the literature on the topic, as the vast majority of studies report a positive relationship between these variables (Friede et al., 2015; Ferrell et al., 2016).








	Dynamic Panel Regression
	Model 1
	Model 2
	Model 3

	ESG Combined Score
	0.0143***
(0.0050)
	0.0173***
(0.0044)
	0.0056
(0.0130)

	Shared Value
	-
	-7.3982***
(2.1397)
	-

	ESG Combined Score*Shared Value
	-
	0.1265***
(0.03423)
	-

	Innovative Culture
	-
	-
	-12.2198
(9.5850)

	ESG Combined Score*Innovative Culture
	-
	-
	0.3933**
(0.1766)

	Tobin’s Q L1
	0.4231***
(0.0334)
	0.4769***
(0.0294)
	0.3842***
(0.0475)

	Firm Size
	-0.1824***
(0.0358)
	-0.1825***
(0.0351)
	-0.4795***
(0.1489)

	Leverage
	0.2367
(0.2694)
	0.2488
(0.2629)
	0.5995***
(0.1902)

	ROA
	0.4339
(0.4519)
	0.9314**
(0.4595)
	1.7674***
(0.2681)

	Sales Growth
	0.0785**
(0.0358)
	0.0715**
(0.0356)
	0.0426
(0.0300)

	_cons
	4.3016***
(0.7276)
	4.0077***
(0.7167)
	11.2697***
(2.8548)

	
	
	
	

	Sample Size
	3806
	3806
	3806

	Arellano-Bond Test AR(1):
	z = -4.75***
	z = -5.11***
	z = -4.88***

	Arellano-Bond Test AR(2)
	z = -1.81
	z = -1.66
	z = 0.45

	
	
	
	

	*p-value < 0,1; **p-value < 0,05; ***p-value < 0,01



Table 2 - Dynamic Panel Regression Results
Source: Prepared by the authors
	When we analyze the second model, we observe that the second hypothesis is also supported. The moderating variable, Shared Value (SV), strengthens the positive relationship between ESG and firm value. The coefficient of the moderating variable – specifically the interaction between ESG Combined Score and Shared Value (third row of Table 2), is 0.126, positive, and statistically significant. This indicates that a company adopting Shared Value experiences a 0.126-point increase in market value for each additional point in the ESG Combined Score, holding all else constant, compared to a company that does not adopt this approach. 
	To better illustrate the effects of this moderator, Figure 4 presents the difference between the two contexts (with and without Shared Value), based on the coefficients obtained from the regression equation. The graph was created using the average values of the control variables in each scenario (SV = 1 and SV = 0), while ESG values were defined across a range between high and low values.
Figure 4 - Effect of Shared Value Moderation on the Relationship Between Tobin’s Q and ESG Score

Source: Prepared by the authors
	Figure 4 illustrates that, without the adoption of a Shared Value strategy, there is a subtle positive effect between the ESG Combined Score and firm market value, as observed in Model 1. This aligns with the literature, which indicates that companies with high ESG scores tend to show superior financial performance (Margolis et al., 2009; Friede et al., 2015; Zhao et al., 2018), as well as a potential reduction in risk and cost of capital (Bénabou & Tirole, 2010; Albuquerque et al., 2019; Gillan et al., 2021). These are factors that can lead to an increase in firm value, regardless of how environmental actions are applied.
	However, when the model incorporates the presence of Shared Value, it indicates that the impact on market value is intensified, but only for companies with ESG Combined Scores above 58.59. This suggests that adopting this strategy generates a positive effect on market value only when companies demonstrate high ESG scores. Companies with low ESG scores generally face limitations in their environmental, social, and governance practices, indicating they are not implementing or managing these practices effectively or strategically.
	The adoption of Shared Value implies the deep integration of sustainable practices, requiring companies’ full commitment to these actions (Porter & Kramer, 2018). Thus, a company with a low ESG score suggests that it is doing only the bare minimum or not managing these practices in a materially relevant way, hindering value creation. In this case, there is evidence that adopting the Shared Value model does not create a harmonious combination and could even lead to value destruction, given that, to be effective, the company must be fully committed to this issue (Porter & Kramer, 2018).
	The model results suggest that the market recognizes the value of socio-environmental initiatives provided they are supported by genuine execution capacity and strategic alignment, penalizing approaches limited to mere discourse. This investor response aligns with the fact that shareholders do not solely seek financial returns but make decisions based on their total well-being, which encompasses social and environmental preferences (Hart & Zingales, 2017). It is thus observed that investors tend to penalize companies whose discourse on social responsibility does not translate into concrete and observable actions. These analyses demonstrate that the results of Model 2 align with the literature on the topic.
	Model 3 requires a more careful analysis. Initially, when observing the results of the panel regression with innovative culture (IC) as the moderator, the interaction variable (innovative culture  ESG Combined Score) appears statistically significant and positive. This indicates that when a company adopts ESG practices in an innovative environment, the effects of these practices on market value are intensified by 0.39 for each additional point in the ESG score. However, the ESG Combined Score variable, considered individually, ceases to be statistically significant for the model, which may suggest that the adoption of ESG practices is only relevant for companies that embrace an innovative culture. To analyze the results more closely, a graph illustrating the moderating effect of the innovative culture dummy was created, using the coefficients resulting from the regression equation of Model 3. The graph was developed using the average values of the control variables in each scenario (IC = 1 and IC = 0), while ESG values were defined across a range from low to high. The results are presented in Figure 5.
Figure 5 - Effect of Innovative Culture Moderation on the Relationship between Tobin’s Q and ESG Score

Source: Prepared by the authors
	Figure 5 indicates that there is no positive effect between the ESG score and firm market value when the company lacks an innovative organizational culture. The literature suggests that the adoption of ESG practices requires companies to undergo transformation processes, demanding a re-evaluation and renewal of their operations and strategies – i.e., innovation (Hart, 1995; Matos & Clegg, 2013; Schumpeter, 1942). The results imply that, without an environment conducive to innovation, ESG practices may not be sufficiently integrated or effective in generating meaningful financial impacts. Thus, Hypothesis 3 is partially validated, as this model shows statistical insignificance for the individual ESG score variable. This highlights the essential role of an innovative culture in the successful implementation of sustainable actions.
	Concluding the interpretation of the results: Model 1 validates the first hypothesis, showing that the ESG Combined Score is statistically significant and positively related to a firm’s market value, though its effect is subtle, with a 0.014 increase in firm value for each additional point in ESG. In Model 2, the second hypothesis is confirmed, indicating that the Shared Value strategy intensifies this positive relationship, but only for companies with ESG Combined Scores above 58.59. Adopting Shared Value requires total engagement with ESG practices, which is not present in companies with low ESG scores. Model 3 reveals that, when an innovative culture is considered as a moderator, the relationship between ESG and market value is positive, but only for companies that adopt an innovative culture, as the ESG variable itself loses significance. This underscores the importance of innovation for the success of ESG practices and highlights how crucial an innovative culture is for these practices to be effectively applied and to yield significant financial impacts, partially confirming the third hypothesis.
	As analyzed in the descriptive statistics, one of the main limitations of this study is the lack of empirical data for the proxies of Shared Value and innovative culture. These proxies are not well represented within the complete database, which compromises the statistical analysis of the moderations. For the same reason, the lack of proxies for other subjective variables that impact firm value, but for which readily available data are lacking, is also a limitation. Examples include a company’s brand value and patents. The difficulty in finding a proxy for the ideal culture type for adopting sustainable practices, specifically a combination of adhocracy and clan cultures – represents another limitation of the study.
	Furthermore, the database exclusively covers publicly traded companies in the United States, which are predominantly large firms, as evidenced in the descriptive analysis. This sample characteristic may introduce bias into the analysis, limiting the applicability of the results to small and medium-sized enterprises (SMEs) or to contexts in developing countries, where the effects of adopting ESG practices may differ significantly. Another relevant limitation is that the study covers a nine-year period (2016-2024), with the first and last years having less representation in the database. Considering the existing literature, the impacts of ESG practices tend to manifest over the long term, potentially extending beyond the analyzed time horizon. Thus, the results obtained may not fully capture the lasting effects of ESG adoption on firm value.

5. Final Considerations
	This study empirically analyzed the relationship between the adoption of ESG practices and firm value, considering both how these actions are implemented and the environment in which they are embedded. The research suggests that, when applied within a Shared Value strategy, the impacts of ESG practices on firm value can be more significant. Furthermore, it highlights that an innovative organizational culture is essential for the effective application of these practices as well as for generating positive financial effects for organizations. In other words, these factors are crucial in ensuring the effectiveness of sustainable practices.
	Using a dynamic panel regression model with data from 1,963 publicly traded U.S. companies from 2016 to 2024, the results from Models 1 and 2 confirm that, in isolation, the adoption of ESG practices has a positive, albeit relatively small, impact on firms’ market value. However, this effect is significantly amplified when ESG practices are implemented by organizations that adopt a Shared Value strategy (companies listed on Fortune’s “Change the World” list). Moreover, the results indicate that the market tends to penalize companies that merely adopt socio-environmental responsibility discourses without demonstrating concrete and observable actions to support their claims. This suggests that investors evaluate not only financial indicators but also the coherence and effectiveness of the sustainable practices adopted by organizations.
	When analyzing Model 3, we find that an innovative organizational culture (companies listed on BCG’s “Most Innovative Companies” list) is crucial for companies to achieve positive financial effects from the application of ESG practices. Additionally, we observed that, in isolation, sustainable actions may not generate a significant financial impact.
	The findings reinforce the literature that argues that ESG practices, when well-aligned with business strategies – i.e., applied while observing business materiality – can result in increased financial performance, risk reduction, a consequent reduction in the cost of capital, and the appreciation of companies’ intangible assets, leading to organizational valuation. The study contributes to this literature by deepening the understanding of the factors that intensify this relationship, suggesting that the value generated by ESG practices depends not only on their adoption but also on the strategic and cultural context in which they are applied. It adds to the empirical analysis of the effect of Shared Value on sustainable practices and the role of innovative organizational culture within ESG. Thus, this study offers a relevant theoretical contribution by integrating the literature on strategic and sustainable vision.
	From a practical perspective, this study contributes by providing clear strategic direction through empirical evidence for companies seeking to maximize the benefits of adopting ESG practices. The results indicate that a generic implementation of these practices does not generate a significant impact, but when integrated into the Shared Value model and an innovative organizational culture, the returns can be more substantial. Furthermore, it offers important insights for financial market investors, indicating that companies with high ESG scores that follow the context suggested by this study tend to show greater market appreciation, which can be useful for investors and funds seeking additional criteria to evaluate sustainable companies. Finally, the findings also have relevant implications for the formulation of public policies and corporate strategies. The results can guide internal policies within companies and offer a benchmark for public policymakers, allowing for more effective guidance in encouraging the adoption of ESG practices.
	A suggestion for future studies is a more detailed qualitative exploration of the Shared Value and innovative organizational culture moderators, enabling a more comprehensive and quantitative classification of companies with respect to these variables. This would refine the analysis of the interaction between variables, enhancing the precision of the results. This approach would help mitigate the main limitation of this study, which is the absence of robust proxies for the moderating variables. Additionally, a more detailed investigation into which sectors benefit more or less from this relationship represents a relevant aspect not yet explored in this research. An analysis using a database from developing countries, such as Brazil, where there is significant growth in the adoption of ESG practices, could be a valuable extension of this study. This would allow for an evaluation of whether the findings are consistent across different economic and regulatory contexts or if they show significant variations.
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Annex
Table 3 - Sector Overview
	Sector
	Number of Firms
	Frequency
	Representativeness

	Accommodation and Food Services
	45
	209
	2.89

	Administrative and Support and Waste Management and Remediation Services
	24
	105
	1.45

	Arts, Entertainment, and Recreation
	17
	57
	0.79

	Construction
	26
	117
	1.62

	Educational Services
	10
	29
	0.4

	Finance and Insurance
	99
	269
	3.72

	Health Care and Social Assistance
	47
	163
	2.25

	Information
	246
	807
	11.15

	Manufacturing
	673
	2626
	36.28

	Mining, Quarrying, and Oil and Gas Extraction
	85
	302
	4.17

	Other Services (except Public Administration)
	11
	39
	0.54

	Professional, Scientific, and Technical
	269
	791
	10.93

	Real Estate and Rental and Leasing
	130
	568
	7.85

	Retail Trade
	106
	433
	5.98

	Transportation and Warehousing
	61
	273
	3.77

	Utilities
	59
	255
	3.52

	Wholesale Trade
	55
	196
	2.71



Source: Prepared by the authors


Table 4 - Dynamic Panel Regression with Winsorization
	Dynamic Panel Regression
	Model 1
	Model 2
	Model 3

	ESG Combined Score
	0.0152*** 
(0.0045)
	0.0168*** 
(0.0041)
	0.0118
(0.0094)

	Shared Value
	-
	-7.6235*** 
(1.6961)
	-

	ESG Combined Score*Shared Value
	-
	0.1286***
(0.0273)
	-

	Innovative Culture
	-
	-
	-6.3842
(6.6704)

	ESG Combined Score*Innovative Culture
	-
	-
	0.2046*
(0.1237)

	Tobin’s Q L1
	0.5131*** 
(0.0386)
	0.5665***
(0.0360)
	0.5257***
(0.0419)

	Firm Size
	-0.1786***
(0.0338)
	-0.1710***
(0.0322)
	-0.3285***
(0.1059)

	Leverage
	0.3792**
(0.1774)
	0.3559**
(0.1739)
	0.4805***
(0.1339)

	ROA
	0.6842*
(0.3509)
	1.0598***
 (0.3589)
	1.6002*** 
(0.1937)

	Sales Growth
	0.0634**
(0.0322)
	0.0647** 
(0.0320)
	0.0549*** 
(0.0217)

	_cons
	3.9336*** 
(0.6696)
	3.5631***
 (0.6460)
	7.3524*** 
(2.0410)

	
	
	
	

	Sample Size
	3806
	3806
	3806

	Arellano-Bond Test AR(1):
	z = -4.90***
	z = -5.24***
	z = -6.52***

	Arellano-Bond Test AR(2)
	z = -1.65
	z = -1.54
	z = -1.80*

	
	
	
	

	*valor-p < 0,1; **valor-p < 0,05; ***valor-p < 0,01


Source: Prepared by the authors
Tobin'sQ (VC=1)	28.875	32.436999999999998	39.999000000000002	45.561	51.122999999999998	56.685000000000002	62.247	67.808999999999997	73.370999999999995	78.933000000000007	84.495000000000005	90.057000000000002	95.619	-2.1534486524500016	-1.6412330524500018	-0.55381745245000102	0.2459981475499986	1.0458137475499982	1.8456293475499987	2.6454449475499988	3.4452605475499993	4.245076147549999	5.0448917475500004	5.84470734755	6.6445229475499996	7.4443385475499992	Tobin'sQ (VC=0)	28.875	32.436999999999998	39.999000000000002	45.561	51.122999999999998	56.685000000000002	62.247	67.808999999999997	73.370999999999995	78.933000000000007	84.495000000000005	90.057000000000002	95.619	1.6064624227100002	1.6680850227100001	1.7989076227100003	1.8951302227100002	1.9913528227100001	2.0875754227100001	2.1837980227100005	2.2800206227100004	2.3762432227100003	2.4724658227100003	2.5686884227100002	2.6649110227100001	2.7611336227100001	ESG Combined Score


Tobin's Q




Tobin'sQ (CI=1)	28.875	34.436999999999998	39.999000000000002	45.561	51.122999999999998	56.685000000000002	62.247	67.808999999999997	73.370999999999995	78.933000000000007	84.495000000000005	90.057000000000002	95.619	-5.8298050839999283E-2	2.1603837491600002	4.3790655491600017	6.5977473491600005	8.8164291491599993	11.03511094916	13.253792749159999	15.472474549159998	17.691156349159996	19.909838149160002	22.128519949160005	24.347201749160003	26.565883549160002	Tobin'sQ (CI=0)	28.875	34.436999999999998	39.999000000000002	45.561	51.122999999999998	56.685000000000002	62.247	67.808999999999997	73.370999999999995	78.933000000000007	84.495000000000005	90.057000000000002	95.619	1.9093932823900011	1.9405404823900012	1.9716876823900011	2.0028348823900011	2.033982082390001	2.0651292823900009	2.0962764823900013	2.1274236823900012	2.1585708823900012	2.1897180823900011	2.220865282390001	2.252012482390001	2.2831596823900009	ESG Combined Score


Tobin's Q




ESG Combined Score 	2016	2017	2018	2019	2020	2021	2022	2023	2024	28.54115627318842	41.925202808980373	42.210322430311621	43.551842793229007	44.632549072089013	45.346261605601725	43.700914431133121	41.834066018738646	51.546022552955051	Tobin's Q 	2016	2017	2018	2019	2020	2021	2022	2023	2024	1.7969495813996694	2.2451066943866138	1.9924021148011013	2.7498535638490114	2.6974629837782382	2.530600747908299	9.5054709706122047	2.2844536761041914	12.573784460559477	
ESG Combined Score


Tobin's Q




2

image1.png
Shared value

ESG

H2(+)

H3(+)

H1(+)

Innovative Organizational
Culture

Company
Value





image2.png
10

12

10

w7

018 2019

o= == D_Imovative Culture =1

ESG annual average

223

ms ms

= =D _Shared Value

Annual average Tobin's Q

o

01 2002

e D_Shared Value =0

2023

017

ms o9

= =D imovative Culture =1

2020 21 2022

e D_locvative Culture =0

023

2017

ms ms

= =D_SharedValue =

020

023 2002

= D_SharedValue =

023





1     ESG P RACTICES AND NORTH AMERICAN FIRM VALUE: SHARED VALUE &  INNOVATION CULTURE AS MODERATORS   (2016 – 2024)   Abstract   This study examines the impact of Environmental, Social, and Governance practices on  corporate value, considering the dilemma between mitigating socio - environmental impacts and  maximizing profit within the business environment. Contrary to the perception t hat these  objectives are incompatible, current theory suggests that they can be mutually reinforcing,  particularly when companies adopt the Shared Value strategy and operate within an  environment characterized by an Innovative Organizational Culture. Build ing on this  theoretical foundation, the research investigates whether these contextual factors moderate the  relationship between Environmental, Social, and Governance performance and market value,  thereby amplifying its observable effects. To address this  question, the study conducts an  empirical analysis using dynamic panel data drawn from 1,963 publicly traded companies  headquartered in the United States over the period 2016 to 2024.   The results indicate that, in  isolation, the adoption of Environmental,  Social, and Governance practices has a positive yet  subtle effect on market value. However, when these practices are combined with the Shared  Value model and a work climate fostering an Innovative Organizational Culture, the impact  becomes markedly stronge r, underscoring the importance of organizational context in the  effectiveness of Environmental, Social, and Governance initiatives. These findings demonstrate  that responsible business conduct can coexist with financial success, provided that firms  embrace   strategies that align social purpose with core competencies and encourage continuous  innovation. Consequently, managers and investors should evaluate sustainability - oriented  actions through a holistic lens, recognizing the synergies that emerge when progr essive cultures  and value - creation mindsets productively and   strategically intersect across   multiple   levels,  functions, and timelines over time.   Keywords:   ESG, organizational culture, shared value, social cost, corporate value.                

